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FARM CREDIT ADMINISTRATION
Disclosure of information on Reports to Shareholders, similar to those required by the
SEC, is the subject of a notice of proposed rulemaking by the Farm Credit Adminis
tration (see the 8/27/85 Fed. Reg., pp. 34711-21). Rationale for this proposal by the
FCA is the lack of standards, form, content, and distribution for annual reports to
shareholders by banks and associations within the Farm Credit System. Accordingly,
the FCA is proposing new regulations that would require each System bank and associa
tion to issue an annual report within 90 days of the end of the fiscal year and to
transmit a statement containing information specified at least 15 days prior to annual
meetings at which directors are to be elected. In general, audited financial state
ments are to be prepared in accordance with GAAP and comparative financial statements
for the last 3 fiscal years would have to be audited by a CPA. Written comments must
be received prior to 10/23/85. For further information contact Thomas Holland at
703/883-4452.

FEDERAL HOME LOAN BANK BOARD
Industry Conflict of Interest Regulations is the subject of a public notice that the
Federal Hone Loan Bank Board has submitted a new information request to the Office
of Management and Budget for approval (see the 8/29/85 Fed. Reg., p. 35123).
Copies of the proposed information request are available at the FHLBB, 1700 G. Street,
N.W., Washington, D.C. Comments are welcome according to the FHLBB and should be
submitted prior to 9/13/85. For further information contact Rosemary Stewart at
202/377-6437.
In a related matter, the FHLBB has also submitted a new information request
entitled Finance Subsidiaries of Federal Associations (see the 8/29/85 Fed. Reg.,
p. 35123). For further information contact Joseph Longino at 202/377-6446.

TREASURY, DEPARTMENT OF
Guidance for valuing gifts resulting from low-interest and interest-free demand loans
outstanding in 1984 or earlier has recently been issued by the IRS (see IR-85-86).
Additionally, the IRS will waive certain 1984 gift tax penalties arising from failure
to report the correct value of 1984 gifts resulting from low-interest or interestfree demand loans. To qualify for the waiver taxpayers must file an original or
amended 1984 gift tax return on or before 10/15/85 and properly report the gifts
resulting from such loans. The IRS said it will waive only the portion of the penal
ties arising from improper reporting of 1984 gifts from loans covered by today's
guidance. Gifts of more than $10,000 during 1984 to any donee must be reported on a
gift tax return. The donor must include the value of the gift resulting from the
interest-free or low-interest loans in figuring whether total gifts for 1984 are more
than $10,000. Special rules for figuring total gifts for prior years are also con
tained in the new guidance. For further information contact the Public Affairs Office
at 202/566-4024.

Rules under Section 280F of the Internal Revenue Code for certain lessees of passenger
automobiles have been announced by the Internal Revenue Service (see Internal Revenue
Bulletin 1985-35 dated 9/3/85). These rules will be effective until IRS publishes
amendments to the Temporary Income Tax Regulations under Section 280F as provided
for by provisions in Section 4 of the Repeal of Contemporaneous Recordkeeping Require
ments. Amendments are expected to be issued by 10/1/85. The announcement applies
to taxpayers who lease passenger automobiles after 4/2/85 unless: 1) the taxpayer
had a binding contract to lease the vehicle on 4/1/85 (and at all times thereafter
until the lease commences) and 2) the lessee first used the vehicle before 8/1/85.
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TREASURY, DEPARTMENT OF
Financial Assistance to Local Governments; Audit Requirements is the title of an interim
rule of the Office of Revenue Sharing, Treasury (see the 8/28/85 Fed. Reg., pp. 3507278). In general, "the Single Audit Act of 1984 has as its primary goal the improve
ment of audits of Federal aid programs. The Act requires State or local governments
which receive $100,000 or more a year in Federal funds to have an audit made for that
year. The Act also provides that State or local governments receiving Federal finan
cial assistance which is equal to or in excess of $25,000 but less than $100,000 a
year shall have an option of filing audits in accordance with the Single Audit Act
or in accordance with the Federal laws and regulations governing the programs in which
the State or local governments participate." In order to insure compliance with the
Single Audit Act and OMB Circular A-128, the Revenue Sharing Regulations will be
amended in 13 areas, dealing with such areas as auditor independence and qualifications,
audits of secondary recipients, and retention of audit workpapers. Written comments
must be received on or before 10/28/85. For further information contact Richard Isen
at 202/634-5182.

Reports of Suspected Crimes, including criminal referrals, insider abuse, theft, embezzle
ment and check kiting, are the subjects of notice of proposed rulemaking by the
Officer of the Comptroller of the Currency, U.S. Department of the Treasury (see the
8/28/85 Fed. Reg., pp. 34857-59). This proposal, according to OCC, is a part of an
effort in cooperation with other financial institution regulatory agencies and the
Department of Justice "to enhance the effectiveness of methods of discovering and
prosecuting fraud and other crime in financial institutions. The goal of this rulemaking is to enhance the information quality, thereby making the referrals more use
ful, and to provide a standard format." Failure to file reports required by the pro
posed rule could form the basis for civil money penalties against the bank, its
officers, and its directors. Comments must be received on or before 10/28/85.

Withholding certificate procedures concerning withholding on dispositions by foreign per
sons with U.S. real property interests for purposes of Sections 1.1445-3T and 1.1445-6T
of the Temporary Income Tax Regulations have been published by the Internal Revenue
Service (see Internal Revenue Bulletin 1985-35 dated 9/3/85). Section 1445 was added
to the Internal Revenue Code by the Tax Reform Act of 1984 as a means of enforcing the
tax imposed pursuant to Section 897 on dispositions by foreign persons of investment
in U.S. real property, according to the Department of the Treasury. Sections 1.14453T and 1.1445-6T of the temporary regulations provide rules concerning the issuance
by IRS of a withholding certificate that reduces or eliminates withholding. The
revenue procedure is effective for all applications for withholding certificates sub
mitted after 9/3/85. For further information contact Director, Foreign Operations
District, Attn: POD:666, 1325 K Street, N.W., Washington, D.C. 20225.

Rock Springs, Wyoming and the surrounding area had the largest median adjusted gross
income in the country in 1982, according to a study released on 8/28/85 by the Inter
nal Revenue Service. The study using the first three ZIP code digits for 1979 and
1982 individual income tax returns shows that Conroe, Texas had the fastest growth
in the number of returns filed. The study appears in the Sumner 1985 issue of the IRS
quarterly publication, "Statistics of Income Bulletin," which also includes the most
comprehensive analysis to date on the characteristics of 1984 individual incom e tax
returns. Social security benefits were taxed for the first time in 1984, with 2.8
million returns reporting taxable social security income. Nearly all these returns
had adjusted gross income of $20,000 or more. Articles on unincorporated business
activity in 1983, according to the IRS, confirm the economic upswing then well under
way, although the picture for partnerships continued to be c o mplicated by large loss
es reported for the oil and real estate industries. For tax year 1983, nonfarm sole
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proprietors reported the highest level of annual profits in over a decade. The num
ber of proprietorship returns and the amount of total receipts reported also rose.
A major factor, according to the IRS, was the long-range upward trend in the number
of one-owner businesses. Other articles in the Bulletin treat partnership returns,
international boycotts 1976-82 and crude oil windfall profit tax for the third quarter
of 1984, which continued to decline reflecting the gradual decline in the price of
oil. The "Statistics of Income Bulletin," Publication 1136, is available at an
annual subscription rate of $20 or a single issue rate of $5.50, from the Superinten
dent of Documents, U.S. Government Printing Office, Washington, D.C. 20402.

SPECIAL: CPA APPOINTED EXECUTIVE DIRECTOR OF COMMISSION ON MANAGEMENT FRAUD
G. Dewey Arnold, CPA, has been appointed Executive Director of the National Commission
on Management Fraud by James C. Treadway, J r . , Chairman of the Commission, according
to a recent announcement. The Commission was formed in June to develop initiatives
for the prevention and detection of fraud and, especially, to determine the role of
the independent auditor in detecting management fraud (see the 7/1/85 Wash. Rpt.).
Mr. Arnold was Southeastern Regional Managing Partner for Price Waterhouse prior to
his appointment to the Commission.
In that position he supervised and participated
in engagements for acquisition evaluations, mergers and management advisory services
for a variety of industries, including banking, manufacturing and retailing. He also
served on management, operating and policy committees at Price Waterhouse, as well as
on the audit advisory committee to the Secretary of the Navy. He has a B.A. in eco
nomics from the University of the South and has been a member of the AICPA since 1953.

For more information please call Gina Rosasco, Shirley Hodgson or Nick Nichols
at 202/872-8190.
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